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During the month of February the national real es- 
REAL ESTATE ACTIVITY tate activity cycle recorded no change from the 


January figure of 42.6 points above the long-range 
computed normal, 


Since our last publication the current war scare has caused us to advise a policy 
of watchful waiting regarding real estate transactions, Generally speaking, real es- 
tate is a good hedge against inflation, and in 1933 we began advising our clients to buy 
real estate for that purpose, If a new strongly inflationary spiral appears to be in the 
cards, we will advise the same thing again, We think, however, that the current boom 
has about run its course, and that inflation will begin to slacken gradually during the 
balance of the year, There isa slight possibility of a war with Russia which, in addi- 
tion to all of the other terrible things such a war would bring, would start us off again 
on the inflation treadmill, We believe that this war will not develop, but we must 
allow for its possibility in our calculations, For this reason we advise you to hold any 
real estate already owned but not to buy any more, If war should come, we will issue 
revised forecasts on all real estate factors, One advantageous thing about the real 
estate cycle is that it seldom demands split-second timing. So we repeat, do nothing 
until you’re reasonably sure of which way the market is going, 


The revised December 1947 figure on mortgage ac- 
REAL ESTATE tivity reached a new high for the current boom of 
MORTGAGE ACTIVITY 199 points, while January showed a minute decline 

to 198.3. The prospect of an additional $2 billion 
in FHA insurance authority to keep residential construction moving at a high rate is 
growing more likely, 


It’s hard to tell right now which way the mortgage cycle is going to move, So 
much depends on what happens to our relations with Russia, One point mortgage 
lenders might consider before passing out the money is whether or not the project 
could be finished on schedule if war should break out, Also, in the event of war what 
regulatory legislation is likely regarding pay-offs and moratoriums on home loans, 
We hope that by next month the air will be clearer and more tranquil, 


The first two months of 1948 showed a brisk 15 per 
DWELLING UNITS cent increase over 1947 in the number of nonfarm 
dwelling units started, The totals were 97,000 
during January and February 1948, against 84,200 in the same two months in 1947, 
This is at a rate of 27,9 units per year per 1000 families for January, and 22,9 units 
per year per 1000 families for February, The 1947 rate was 22.4 in January and 
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BUILDING COSTS OF A STANDARD FIVE ROOM BRICK VENEER RESIDENCE BUILT IN ST. LOUIS 





ts are grouped into four classifications of material, four of jaboy ‘ ver ( Plumbing: Soil pipes and connections, stack, water pipe and connections, lead 
head. A further breakdown of these groups is given in detail below MW f the akum and bathroom fixtures; hot water heater and tank to be furnished by others. 
table are numbered, and a brief description of the items include " ven in the ip D 
yaragraphs below, Paragraphs are numbered tocorrespond with the jescribed iB gre Metal: Galv. iron (present) gutters, downspouts, flashing, 
2 " coy 3 ue costs are indicated by the letter M; corresponding labor 't in red (9) Electrical Work: Main switch, BX cable, switch boxes, receptacle transformer, 
yy the lette 
oY et No fixtures included 
a — be ae sion in Column 10, Building Hardware. as the a " ady beer 10) Nails and Hardware: Common and wire nails, bolts, damper, ash doors, finish 
ir a o in Column 5, Millwork, hardware, bonding clips. 
: 5 E . 11) Paintinv: White lead, linseed oil, turpentine, varnish, shellac filler 
1) Masonry: Cement, sand, gravel, quick lime, hydrated |i wa aster (12) Miscellaneous: Wood laths, corner bead, insulation. 
face and common brick, fire brick, flue lining T | Material and Costs _ 
) Tile Work: 4-1/4 x 4-1/4 wall tile, ceramic floor tile ap a aes ral and Labor © 0Sts 
“a Boni i i aslit ‘ , 13) Overhead and profit of subcontractors in plastering, me tal work, heating, plumb- 
u she 4 ibe *H” columns, *‘I” beam floor and t terior ne. elec c ork ti le wo 
d exterior studs, rafters bracing, etc. . 1 4) ( ; coer ‘ ott nee nga 
(4 Bajesrorrssepn-igeron Sub-Thooring sheathing, finished floor 1 alt shingle root (15) Missouri sales tax (now 2% on materials), old age and unemployment tax (Fed- 
aoe wh ; Win oan ode Sci eral and State). liability and employees’ compensation insurance, fire and tornado 
» ae r indows, doors, trim, kitchen cabinet, stair nsurance, completion bond 
p 1 1 overhead c p Oo *r costs 
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21.5 in February. That this increase has been achieved in the face of such unseason- 
able weather over most of the country is most heartening and may be a harbinger of 
the biggest spring ever recorded in the industry, 


Unfortunately, these pleasant prospects must be tempered by the somber news 
from abroad, If the draft or universal military training or a large number of volun- 
teers swell our armed forces, many construction workers will be needed to provide 
barracks, Then, too, a good many construction workers may enter the armed forces, 
A big defense program would deduct still more from the residential labor pool. The 
uncertainty of the times may cause contractors to adopt a “wait and see” policy be- 
fore tying up time and money in homes that may be held up for lack of materials if 
rationing and allocations are restored, 


We think that war is unlikely, but uncertainty prevails and this alone could se- 
riously diminish the 1948 residential building program, 


Last month we concluded our paragraph on this 
BUSINESS ACTIVITY Subject with: “While the last half of 1948 may be 

Slower than the first, we could sail into 1949 with 
very little loss of speed,” What seemed to be a possibility last month seems a proba- 
bility now. There are still a few die-hards who accuse the Democrats of manufac- 
turing the current war scare to win the election. While we will acknowledge that 
political machinations may be extremely devious, particularly during an election year, 
we find it difficult to tie the label of party politics to the recent events in Czecho- 
slovakia, 


Mr. Truman is alarmed by events abroad, His speech before Congress, while 
weak, was not a phony. He did not say much but he meant what he said, His reversal 
on the Palestine problem could cost him the State of New York in November, And so 
it seems to us that while we will not have war, we will prepare for war, How ex- 
tensive these preparations will be is unknown, We doubt if anyone in Washington has a 
clear idea of just how far we will go, Indications are that in some manner or other 
our armed forces will be expanded, Stock-piling of certain strategic materials will 
step up; more money seems destined for research and production of guided missiles 
and aircraft, Other precautions are sure to be taken, These moves will all call for 
government expenditures - just how high these expenditures will go depends on what 
success we have diplomatically, If the Communists win the Italian elections on April 
18, or if they lose and start a civil war, the expenditures will probably increase 
greatly, If neither of these events takes place, the tension will relax a bit until the 
Russians start rocking the boat again, 


The other forces tending to prevent deflation are still at work. There’s going to 
be a tax cut, although it probably won’t last, Labor is going to get more money, 
E.R. P. is being rushed through Congress and the unspeakable Mr, Lewis has fo- 
mented another coal strike which will, if not settled quickly, gouge a large chunk out 
of our production, Whatever else 1948 may be, it will not be dull, 


The latest figure for the nationalforeclosure index 
FORECLOSURES Shows that in December 1947 the rate stood at 3,3 
foreclosures per 100,000 families, It has actually 
been years since this index has offered anything more violent than an occasional 
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twitch, and we can see nothing in the near future that leads us to anticipate anything 
more exciting, We are starting another city-by-city foreclosure survey and will have 
more detailed information to report soon, 


The cost of the standard six-room frame house in 
BUILDING COSTS St. Louis rose slightly to $13,803 in March of this 

year, If it were not for the threat of additional war 
inflation we would say that this is the near peak, As it is - anything might happen, 
Our guess is that the costs from now on will hover around this level for the balance 
of the year, and then start down, The climb in costs has been slowing down, for since 
November 1947 there has been an increase of only 1.1 per cent in the cost of building 
this house, 


Little by little Congress keeps chipping away at 
RESIDENTIAL RENTS rent control, Among other things, the new rent 

control bill passed by Congress on March 25 takes 
the final decision on area decontrol away from Housing Expediter Tighe Woods and 
places it in the hands of an emergency Federal court, The court is obligated to up- 
hold the recommendations of the local board providing these recommendations are 
based on “adequate and substantial evidence,” On the surface, this change appears to 
be for the better, as Mr, Woods has been rather arbitrary in overruling the decisions 
of the local boards, A firm opinion of this new bill will have to be reserved until we 
can learn just what the court will consider “adequate and substantial evidence.” 
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